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not itemized, the zero bracket amount
is considered to be a deduction not at-
tributable to a specific activity.

(f) Carryback or carryover of credit sub-
ject to separate limitation. A credit sub-
ject to the separate limitation under
section 53(b) that is carried back or
carried over to a taxable year begin-
ning before January 1, 1979, is also sub-
ject to the separate limitation in the
carryback or carryover year. For pur-
poses of the preceding sentence, a cred-
it that is earned by a partnership, a
trust, or estate, or a subchapter S cor-
poration in a taxable year of such enti-
ty ending within, or after, the taxable
year of a partner beneficiary or share-
holder beginning after December 31,
1978, will not be subject to the separate
limitation in section 53(b) with respect
to such partner, beneficiary, or share-
holder. The taxpayer to whom the cred-
it has been passed through shall not be
prevented from applying the unused
portion in a carryback or carryover
yvear merely because the entity that
earned the credit changes its form of
conducting business if the nature of its
trade or business essentially remains
the same. The computation of the sepa-
rate limitation in such a case shall re-
flect the income attributable to the
taxpayer’s interest in the entity in its
revised form. Thus, a shareholder car-
rying over a credit from a subchapter S
corporation may include dividends de-
clared by that corporation after the
subchapter S election had been termi-
nated as income attributable to that
person’s interest in the entity. Simi-
larly, if a partnership incorporates in a
carryover year, any income attrib-
utable to an interest in the corporation
will be regarded, for purposes of com-
puting the separate limitation under
section 53(b), as income attributable to
an interest in the entity. This para-
graph may be illustrated by the fol-
lowing examples:

Example 1. A, a calendar year taxpayer, is
a shareholder in Corporation M, a subchapter
S corporation. In 1977, A’s pro rata share of
the new jobs credit earned by Corporation M
was $10,000. A could only use $2,000 of the
credit in 1977 because of the separate limita-
tion under section 53(b). In 1978, A carries the
unused credit over from 1977. The carryover
credit is subject to the separate limitation
under section 53(b).
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Example 2. Assume the same facts as in ex-
ample 1 except that the unused credit is car-
ried over to 1979. The carryover credit is not
subject to the separate limitation under sec-
tion 53(b) because that limitation does not
apply to taxable years of a taxpayer begin-
ning after December 31, 1978.

Example 3. B, a calendar year taxpayer, is a
shareholder in Corporation W, a subchapter
S corporation. In 1979, B’s pro rata share of
the targeted jobs credit covered by Corpora-
tion W was $5,000 but B could only use $3,000
of the credit in 1979. B carries back the un-
used credit to 1978. The carryback credit is
not subject to the separate limitation under
section 53(b).

(Secs. 44B, 381, and 7805 of the Internal Rev-
enue Code of 1954 (92 Stat. 2834, 26 U.S.C.
44B); 91 Stat. 148, 26 U.S.C. 381(c)(26); 68A
Stat. 917, 26 U.S.C. 7805)

[T.D. 7560, 43 FR 60445, Dec. 28, 1978. Redesig-
nated and amended by T.D. 7921, 48 FR 52906,
52907, Nov. 23, 1983]

§1.55-1 Alternative minimum taxable
income.

(a) General rule for computing alter-
native minimum taxable income. Except
as otherwise provided by statute, regu-
lations, or other published guidance
issued by the Commissioner, all Inter-
nal Revenue Code provisions that apply
in determining the regular taxable in-
come of a taxpayer also apply in deter-
mining the alternative minimum tax-
able income of the taxpayer.

(b) Items based on adjusted gross in-
come or modified adjusted gross income.
In determining the alternative min-
imum taxable income of a taxpayer
other than a corporation, all references
to the taxpayer’s adjusted gross in-
come or modified adjusted gross in-
come in determining the amount of
items of income, exclusion, or deduc-
tion must be treated as references to
the taxpayer’s adjusted gross income
or modified adjusted gross income as
determined for regular tax purposes.

(c) Effective date. These regulations
are effective for taxable years begin-
ning after December 31, 1993.

[T.D. 8569, 59 FR 60557, Nov. 25, 1994]
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adjustment for book income of cor-
porations.

(a) Computation of the book income adjust-
ment.
(1) In general.
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